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Is Employer-Sponsored Health Insurance a Thing of the Past? Here’s 
Why the Answer Is Yes—and What You Should Do About It Right Now.

The passing of the Affordable Care Act made it official: The era of group health insurance is over. And whether you’re an employer, employee, insurance broker, or some other type of trusted adviser, it’s time to leverage the huge opportunities that come with this new reality. Authors Paul Zane Pilzer and Rick Lindquist explain what you should do right now.

Salt Lake City, UT—U.S. companies can no longer afford to provide group health insurance to their employees. There. We said it. Consider this stark statistic: In 2013, as a group, Fortune 500 companies spent more on health insurance than they earned in profits. On its face, this sounds like bad news. But much like the growing turmoil in an unhappy marriage, it’s really just one more piece of evidence that what once worked no longer does. And since nature abhors a vacuum, something new will rush in to meet the need that’s being created.


The question, say Paul Zane Pilzer and Rick Lindquist, is what YOU are going to do, right now, to respond to this paradigm shift. 


“Of course we’ve known for quite a while that our health insurance system is broken—haven’t we?” says Lindquist, coauthor along with Pilzer of The End of Employer-Provided Health Insurance: Why It’s Good for You, Your Family, and Your Company (Wiley, 2014, ISBN: 978-1-119-01211-5, $25.00, www.zanebenefits.com, www.healthinsurancerevolution.org/book).  “And both employers and employees alike have tried to make the most of a bad situation. Facing double-digit growth in health insurance premiums, companies have either eliminated health benefits or redesigned the plans to include higher deductibles, larger copayments, and greater premium sharing by employees.”


“For many, it’s been a struggle,” says Pilzer. “In fact, since 2000, more than 10 million Americans have filed personal bankruptcy due to their employers’ failed health insurance plan.” 


But, say Pilzer and Lindquist, the Affordable Care Act has changed the game. And the solution is obvious: Rather than sticking with the “devil they know,” most companies should terminate their group health insurance in favor of defined contribution employer-funded healthcare and individual insurance policies purchased by employees. And the sooner, the better.


“Making this switch will allow companies and employees to save up to $12,000 per employee per year, while offering a better employee health benefit program for recruiting and retention purposes,” says Lindquist. “This is a massive savings and it will happen nationwide—there’s no arguing with that. The only question is when will individual companies make the leap? And how long will it take other professionals, such as CPAs and insurance brokers, to realize the abundant opportunities now available to them?”



Below, Pilzer and Lindquist provide an overview of the steps you should take right now whether you’re an employer, insurance professional, trusted adviser, or employee:

If you’re an employer…
Cancel your group insurance. Unless your company is large enough to have dedicated, full-time employees managing your employer-provided health insurance program, the money and time you and your managers spend getting your employees covered is one of the greatest threats to your business. That’s because every hour you spend managing your employer-provided health insurance is another hour you are not spending managing and improving your product or service. 
“Even if your company is large enough to justify it, with health insurance costs today exceeding profits for many companies, it’s rare that the CEO and CFO of a Fortune 500 company don’t spend many hours managing their health benefits program,” notes Lindquist. “When you cancel your group insurance, not only do you set your employees up to receive coverage that is much less expensive for them (and you), but you also can keep your management focused on improving your products and services versus improving your employer-provided health insurance.” 

Develop a defined contribution solution. When your company terminates employer-provided health insurance, it can save your employees money, while allowing you to offer a better employee health benefit program for recruiting and retention purposes in the form of a defined contribution solution. Basically, employees purchase their own individual policies on the open market (a purchase frequently offset by government subsidies), and employers reimburse them.
“There are three main approaches to defined contribution healthcare your company can consider,” explains Lindquist. “One, offer a monthly taxable stipend. With this approach, your company provides a taxable monthly stipend on employee paychecks. Two, establish a formal reimbursement program to reimburse employees for their substantiated individual health insurance costs on a post-tax basis—up to a healthcare allowance specified by the company. And three, utilize Section 105 of the Internal Revenue Code to establish a formal self-insured medical reimbursement plan to reimburse employees for their substantiated individual health insurance costs on a pretax basis. 


“Regardless of the defined contribution approach you decide to take, your company should utilize third-party administration software to ensure compliance.”

If you’re an insurance professional…

Develop the components necessary for becoming a health insurance concierge. As employers begin to transition away from employer-provided plans, they’ll need help. And that’s where enterprising insurance professionals come in. Licensed health insurance brokers or service providers can play a valuable role for employers by helping employees select and purchase individual health insurance plans. You can attract these employers by emphasizing your familiarity with the individual market and your experience working with defined contribution solutions. Also, let them know how knowledgeable you are about healthcare reform.
“There are certain requirements that must be met in order to market yourself as an insurance concierge,” says Lindquist. “First, you need to be certified with the Health Insurance Marketplaces in the states where you want to operate. Second, you need to be appointed with individual insurance companies. Information on how to complete these requirements can be found on health insurance company websites, Health Insurance Marketplace websites, and at our site, www.healthinsurancerevolution.org.” 

Partner with a defined contribution software provider. Losing group health insurance clients due to cost or participation requirements? Need solutions and tax-savings for clients not offering health benefits? Want to sell more individual health insurance? Partnering with a defined contribution provider can solve these challenges. 

Opportunities to profit from offering defined contribution solutions include: 

· Increased individual health insurance policy sales

· Commissions from the defined contribution provider (one-time and/or recurring)

· Referrals from happy clients

· Consultant fees charged to businesses for expertise in health reform, small business health insurance, and defined contribution

“For health insurance brokers and agents, a defined contribution solution offers a tool to increase individual health insurance policy sales and retain clients who are dropping group health insurance,” says Lindquist. “Health insurance brokers partner with defined contribution software providers to increase their book of business. Defined contribution offers brokers an opportunity to retain small and medium group clients who are dropping health insurance because of cost. Defined contribution also serves as a lead generation tool to acquire new clients who have not been able to offer group health insurance in the past because of cost or participation.

“Additionally, the rules and regulations governing defined contribution solutions can be complicated—especially now, with new health reform regulations,” he adds. “A defined contribution partner takes care of the administration and compliance so you, the health insurance broker, can focus on your main business—health insurance!” 

If you’re a trusted adviser (CPA, attorney, tax professional)…
Become a compliance expert. When providing tax-free reimbursement of individual health insurance policies through a health reimbursement plan, employers must ensure compliance with federal regulations, including but not limited to, legal plan documents, summary plan descriptions, and new market reforms required by the Affordable Care Act. 
“Compliance with changing federal guidelines may not be a do-it-yourself task for most employers,” notes Lindquist. “And that is where trusted advisers, such as CPAs, attorneys, tax professionals, and other advisers, come in. It will be crucial for employers to ensure that they structure tax-free and/or taxable reimbursement arrangements that work today and in the future. Trusted advisers can assist employers by helping them structure these arrangements while also ensuring that they’re compliant with all ACA regulations and tax laws.” 

Help small business clients handle the tax implications of moving away from a group plan. The Affordable Care Act requires CPAs, tax advisers, and accountants to be experts on the key provisions of healthcare reform. As a result, tax advisers will now be the “go-to” for all health insurance decisions. The primary shift in the role of the tax professional will center on assisting business and individual clients in determining: 1) the size of the business based on full-time equivalent employees (FTEs) vs. annual revenue, and 2) the amount of tax credits and subsidies available and whether or not that outweighs the tax penalties and costs of offering qualified group health insurance.

“There are many other tax-related areas where CPAs can show great value to employer clients,” notes Lindquist. “For example, the ACA introduced tax penalties for both individuals and employers. Most individuals face a tax penalty if they do not have health insurance coverage. Larger businesses face a tax penalty if they do not offer health insurance coverage to full-time employees. These are called the individual shared responsibility payments and employer shared responsibility payments. CPAs should be able to explain these new penalties, evaluate which clients they impact, and calculate the amount of the penalties. 
“The ACA also introduces new tax credits and subsidies for both individuals and employers. CPAs should be able to explain these new tax credits and subsidies, evaluate which clients can benefit from them, and calculate the amount of the credit and/or subsidy.”
If you’re an employee…
Ask your employer to cancel your insurance. For decades, Americans have relied on and been grateful for the health insurance coverage we received through our employers. But guess what? Times have changed, the Affordable Care Act is here, and the outdated group plan we’ve been desperately clutching with both hands is not as great as we think it is. 
“In fact, most would be far better off asking their employer to kick this inefficient (and far too expensive) dinosaur to the curb,” says Pilzer. “There are many downsides to employer-provided health insurance. It’s overpriced, unreliable—you can lose your coverage if you’re sick and unable to work—and limits you to a certain group of medical providers and facilities, just to name a few. We recommend switching to defined contribution health benefits. Basically, employees purchase their own individual policies on the open market (a purchase frequently offset by government subsidies), and employers give them the money. 
“These defined contribution solutions save businesses and their employees 20 to 60 percent on health insurance costs annually,” says Lindquist. “They’re better for everyone—with ACA on the scene, group plans just don’t make sense anymore. Consumers can migrate from employer-provided group policies to employer-funded individual plans at a total cost that is 20 to 60 percent lower for the same coverage. That’s $4,000 to $12,000 in savings per year for a family of four for the same hospitals, same doctors, and same prescriptions.”  
Research and calculate the most cost-effective plan for you and your family. When you’re evaluating the cost of a health insurance policy, you should consider your premium amount (the amount you will pay to the insurance company for your plan, usually monthly) and “out-of-pocket” costs (the amount you will pay when you receive medical care), such as deductibles, copayments, coinsurance, etc.
The good news is that the Marketplace has made it a lot easier to understand the coverage levels of plans. As of 2014, individual health insurance plans are categorized in four standardized levels of coverage, called “metallic tiers of coverage.” These categories help you better compare plans “apples to apples.” Open enrollment in the Marketplace begins on November 15, 2014, and runs until February 15, 2015.

“In order to save money, it is important to select the right metallic tier for your health and financial needs,” says Lindquist. “If you have a family and anticipate using a lot of medical services, it is more ideal to select a platinum or gold plan. Although the premium is higher, you will pay less out-of-pocket when it comes time to receive medical care. If you are a healthy individual and do not anticipate having a lot of healthcare needs, selecting a silver or bronze plan is more ideal to save money. Although there will be higher out-of-pocket costs when you do need medical services, you will pay a significantly lower premium.”


“Millions of Americans are already flooding the Health Insurance Marketplace, and as employers change the way they provide healthcare coverage, that number will only increase,” says Lindquist. “Whether you’re an employer, employee, insurance professional, or other kind of trusted adviser, you stand to benefit from this time of great opportunity.”

# # #
Seven Reasons Employees LOVE Individual Health Insurance
Excerpted and adapted from The End of Employer-Provided Health Insurance: Why It’s Good for You, Your Family, and Your Company (Wiley, 2014, ISBN: 978-1-119-01211-5, $25.00, www.zanebenefits.com, www.healthinsurancerevolution.org/book), 

by Paul Zane Pilzer and Rick Lindquist 
 
It’s customizable. The old style group plans forced employees into a rigid, “one-size-fits-all” box. With individual health insurance, they don’t have to settle for that. Each employee can choose a plan with features—premiums, deductibles, provider networks, etc.—that make the most sense for the employee and his or her family. (This means you get to pick your doctors and hospitals!)
“If Joe wants to keep premiums low in return for accepting a higher deductible and more out-of-pocket costs, he can do that,” says Lindquist. “And if Sally prefers to pay more each month because her spouse requires lots of doctor visits and meds, that’s her choice.”
It’s far more affordable. Fact: On average, policies sold in the Health Insurance Marketplace are 20 to 60 percent less expensive than group plans. This is great news for employees who have had to pay a high percentage of their monthly premium. But it gets better: Most families earning less than $100,000 a year qualify for a monthly federal subsidy. This year, after-subsidy cost was about a quarter of the cost of comparable employer-provided coverage.
Consider these figures from the Kaiser 2013 Annual Employer Health Benefits Survey: The average cost of individual health insurance for an employee was $3,080 a year, and for a family it was $6,674 a year. By comparison, the cost for traditional employee health insurance was far higher: $5,884 for an employee and a whopping $16,351 for a family.
 
It’s stable. In a small company with a group plan, if one employee gets diabetes or cancer, insurance costs might very well double the next year. And if there are two catastrophic illnesses, you can imagine the financial fallout. The choice is usually this: Stick employees with huge premiums, cancel the insurance, or go out of business. This is not so with individual plans. Because employees are in much larger groups, prices rise far more slowly—and if the plan is subsidized, the cost can go up only if household income does, too.
                         
It’s portable. In the past, your health insurance was linked to your job. If an employee wanted to change jobs—or had to change jobs—his or her health insurance changed too. And if the employee (or a covered family member) happened to get really sick, suddenly there was a preexisting condition to worry about. Thanks to Obamacare, that’s no longer the case. Now when an employee leaves, the health insurance goes with him or her.
 
It’s permanent. Employers can cancel their group insurance any time they like (and when they do, no COBRA is available). With individual health insurance, the employee controls the policy.  As long as he pays the monthly premium, his coverage cannot be canceled for any reason.
 
It’s good for the company—which in turn is good for the employees. In the past, crippling health insurance costs have kept employers from hiring new talent. Now, that burden is lifted. Plus, leaders can focus on improving products and services rather than managing health insurance. All of this leads to healthier companies—which leads to happier employees who can stay employed.
 
Finally, it’s virtually mistake-proof. Shopping for individual policies is remarkably easy. Federal regulations require all health insurance plans on the exchange to meet a minimum level of coverage. Employees can work directly with an insurance agent if they don’t want to go to the exchanges themselves. Oh, and one more thing: “If an employee chooses a policy that doesn’t work as well for his or her family, the employee can correct the mistake during the next open enrollment,” says Lindquist. 

# # #
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